The main aim of this study is to investigate the effect of liquidity risk on the explanatory power of the original model that was introduced by Fama and French three-factor model, using the turnover ratio measurement as liquidity proxies. Using monthly data for the period from January 2007 to December 2013 for a sample of 56 listed companies in Amman Stock Exchange (ASE). The study shows the existence of size, value and liquidity effects. The liquidity factor, although improves the explanatory power of the original model, and is significant in the most portfolios, when applied in the Jordanian Financial Market. The study also shows that adding liquidity factor can improve explanatory power of the CAPM, and the Fama and French three-factor model. The study advices investors and portfolio managers to use the liquidity Four-factor model, because this model provides better explanation to the variation in the portfolios return.
INTRODUCTION
Markowitz in 1952 examines the relationship between risk and return, through a published paper entitled "Portfolio Selection". Other researchers (Sharpe, 1964; Lintner, 1965; and Mossin, 1966) attempt to find what determine stock returns, and they indicate that only one factor is used to describe the performance of a portfolio or stock market returns as a whole. They created the link between risk and return through a model called the Capital Asset Pricing Model (CAPM) which was developed under certain assumption and indicates that the market performance (return) plays a major role in determining securities returns. It has been considered the most important theoretical model for evaluating the risk and expected return of securities and portfolios. After that Fama and French (1992) Theoretical model that explains how asset prices are affected by liquidity risk provides a single framework theory which can explain the empirical results which indicates that return is sensitive to market liquidity (Pastor and Stambaugh, 2003) , the average liquidity (Amihud and Mendelson, 1986) and returns liquidity and predicts future returns Amihud, (2002) . Martinez et al., (2005) show that the liquidity risk can also play an important role in explaining the cross sectional variations on stock returns. Mazouz et al. (2009) in an attempt to improve the explanatory power of the CAPM have added more factors, but until now there has been no general agreement as to which model is considered to provide the best explanations of the factors that influence stocks return and portfolios return.
This research is trying to test the impact of liquidity risk on portfolios return using the asset pricing models in an emerging Market. The use of liquidity risk in such a context is importance for institutional investors and portfolio managers.
Literature Review
Fame and French (1993) identify common risk factors in the returns on stocks and bonds. They used size, book-to-market ratio and systematic risk measured by β to capture the cross-sectional variation in average stock returns and linked them to bond returns through shared variation in the bond-market factors in NYSE, over the period .The study indicated that a positive, but insignificant relationship between β and average returns.
Moreover, the five factors seem to explain average returns on stocks and bonds. They examine several well-documented asset pricing models. Using both time-series and cross-sectional analysis, additional factors such as portfolio residuals, liquidity factor, higher moments, and on monthly seasonality and conditional-market tests. And to build liquidity factor they used the simple average of the returns on the low-liquidity portfolios minus the returns on the high-liquidity portfolios. The study covers the period starting from July 1995 to June 2012, for every year results in 204 equally weighted monthly returns for each of the six portfolios (SL is the portfolios small size and low liquidity, SM is the portfolios small size and medium liquidity, SH is the portfolios small size and high liquidity, BL is the portfolios big size and low liquidity, BM is the portfolios big size and medium liquidity, BH is the portfolios big size and high liquidity). Also, compared the liquidity four-factor model with alternative factor models, and found that it is the best model in explaining stock returns in China.
Data and Methodology

Data
The study depends on secondary data that have been 
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Where:  R i,t : is the rate of return of the stock i at month t .
 D i,t: is the dividend of stock i at month t.
 P i,t : is the average closing prices of the stock i at month t (last trading day).
 P i,t-1 : is the average closing prices of the stock i at month t-1 .
The Variables of the Study
There are two types of variables in this study, the dependent variables and the independent variables. The dependent variable is the returns of the portfolio and the independent variables are the liquidity factor (LF), value risk premium (HML) factor, size risk premium (BMS) factor and market risk premium (MRP) factor.
The Dependent Variable
The return of the portfolio: "the expected rate of return for a portfolio is simple weighted average of the expected rate of return to the securities included in the portfolio" (Haugen, 2001) . Expected rate of return is calculated by using the following formula:
Where:  R p,t : is the return of the portfolio at month t.  W i : is the weight of each stock i in the portfolio.  R i : is the expected rate of return to the securities.
The Independent Variables
Market Risk Premium (MRP):
is the difference between average market return and risk free rate at specific time (Ross et al., 2008) . HML implies that companies with high book-to-market ratio (value stocks) have a better performance than the firms with low ones (growth stocks) (Fama and Franch, 1993) .
Size Risk Premium (SMB
Liquidity Factor (LF):
There are a lot of definitions for the whole liquidity concept. All revolve around one meaning, as the transfer of assets into cash quickly and without loss in value (Ross et al., 2008) . In this study the researcher used The Turnover Ratio measurement as proxy.
Turnover Rate (TOR)
Datar, Naik and Radcliffe, (1998) proposes an investigation regarding to the role of the liquidity by offering a new measurement. That is different from that which has been proposed by Amihud and Mandelson, (1986) . In particular, they use turnover rate as a proxy for liquidity. This measurement is considered to be simple and available, hence can be used on a large scale. Amihud and Mandelson, (1986) , are linked with the liquidity of trading frequency. Thus, by observing directly the turnover rate, it is likely to obtain the latter as an alternate for liquidity. They recommended that stock returns are a declining function of the turnover rates. A measure of the liquidity of the stock turnover rate that calculated by trading volume divided by total outstanding share (Amihud and Mandelson, 1986) , and calculating by using the following formula:
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Where:  TOR i,t : is the Turn Over Rate to stock i at month t.
 VOL i,t : is the trading volume to stock i at month t.
 TOS i,t : is the total outstanding share to stock i at month t.
The Models
To achieve the study objective, the researcher uses a time-series test to examine whether the asset pricing model, which includes the size, book-to-market, and Average market return at month t; R f, t is a risk free at month t;  LF t : is the liquidity Factor at month t.  HLM t : the HML factor suggests higher risk exposure for typical "value" stocks (high B/M) versus "growth" stocks (low B/M) at month t.  SMB t : which is a measure of "size risk", small companies logically should be expected to be more sensitive to many risk factors as a result of their relatively undiversified nature and their reduced ability to realize negative financial events at month t.  ε i,t : is the error term.
 β mrp,i , β hml,i , β smb,i , β lf,i : are the coefficients of models.
Portfolios Construction Procedures
In order to construct the HML, SMB, and LF factors, this study used similar constructing mimicking that has been used by (Fama and French, 1996) . In June (to avoid most anomalies) of each year (t) all stocks in the sample are ranked based on the firm size using market capitalization as a proxy measure (end of the month closing price times the number of shares outstanding) stocks are assigned into two portfolios of size (Small (S) and Big (B)) based on split point which is 50%, that means the highest 50% stocks are the biggest and the lowest 50% stocks are the small. SMB (small minus big) is the difference each month between the simple average rate of return on the three small stocks portfolios (SL, SM, and SH) and the simple average rate of return on the three big stocks portfolios (BL, BM, and BH). (Fama and French, 1996) . 
Empirical Results
Summary Statistics
The following table presents the summary statistics results of The Turnover Ratio measurement as a proxy of the liquidity. Table ( 2) shows statistics for the factors model monthly returns it indicates that the SMB factor (Size premium) has the highest average excess rate of return and has a reliable size premium in return (0.5% percent per month, t = 0.5%) ranging from (-8.2%) to (10.4%) and standard deviation of (4.4%). hence, there is a strong size premium in rate of return, and this result is consistent with (Lam and Tam, 2015) , the market risk premium (MRP) return (-1.8%) percent per month, (t = 0.88%) ranging from (-48.0%) to (36.1%) and standard deviation of (8.1%) came next to the SMB followed by value premium (HML) return (-1.9%) percent per month, (t = 0.72%) ranging from (-17.4%) to (13.1%) and standard deviation of (6.6%), and (LF) return (-0.3%) percent per month, (t = 2.40%) ranging from (-13.79%) to (64.6%) and standard deviation of (21.7%). Table ( 3) reported the correlation matrix between the independent variables. In general, the independent variables should not be correlated or at least the correlation between independent variables should be low. Accordingly, the correlation coefficient between all factors is low. So that, (LF) the correlation coefficient between (LF) and (SMB) 
Regression Results:
The main purpose of this study to test liquidity risk and pricing models, on the different asset pricing models in all portfolios at α= 1% except the (SL, and SH) portfolios.
But these MRP coefficients give incorrect direction to the excess rate of return for the portfolios that are reported in Table   ( .650*** *** Significant different from zero at the 1% level. ** Significant different from zero at the 5% level. * Significant different from zero at the 10% level. SL is the portfolios small size and low liquidity, SM is the portfolios small size and medium liquidity, SH is the portfolios small size and high liquidity, BL is the portfolios big size and low liquidity, BM is the portfolios big size and medium liquidity, BH is the portfolios big size and high liquidity. coefficients are insignificant in all portfolios except the (BL, and BM) portfolios are significant at α = 5%, and (LF) factor coefficients are significant in all portfolios at α = 1% except the (SL, and BL) portfolios. But these (MRP) coefficients give incorrect direction to the excess rate of return for the portfolios that are reported in Table   ( 1). Though, these results oppose the results in table (1), and these (LF) coefficients give incorrect direction to the excess rate of return for the portfolios, that are reported in Table ( 
Conclusion
The main purpose of this study is to measure and to examine the impact of the liquidity risk on the portfolios return, using the turnover rate as liquidity proxies. Using French three-factor models provide better explanation to the variation in stocks rate of return than the CAPM. In addition to, the liquidity two-factor models provide better explanation to the variation in stocks rate of return than the CAPM, and the liquidity Four-factor models provide better explanation to the variation in stocks rate of return than the Fama and French three-factor model. Finally adding liquidity factor can improve the CAPM, the Fama and French three-factor model. The study advices investors and portfolio managers to use the liquidity Fourfactor model, because this model provides better explanation to the variation in the portfolios return, and advices investors and portfolio managers in ASE to invest in portfolios with smallest market capitalization (size) and medium liquidity, according to the liquidity measurement used in the study, because investing in this portfolio is considered as the best portfolio result by using the study models.
